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the applicant, must permit the appli-
cant to inspect the settlement state-
ment, completed for those items which 
are then known to the closing agent. 

(ii) A copy will be given to both the 
borrower and seller at the time of clos-
ing or settlement or will be mailed as 
soon as practicable if the borrower or 
seller are not present at closing. 

Subparts J–K [Reserved] 

Subpart L—Methodology and For-
mulas for Allocation of Loan 
and Grant Program Funds 

SOURCE: 50 FR 24180, June 10, 1985, unless 
otherwise noted. 

§ 1940.551 Purpose and general policy. 
(a) The purpose of this subpart is to 

set forth the methodology and for-
mulas by which the Administrator of 
the Farmers Home Administration 
(FmHA) or its successor agency under 
Public Law 103–354 allocates program 
funds to the States. (The term State 
means any of the States of the United 
States, the Commonwealth of Puerto 
Rico, any territory or possession of the 
United States, or the Western Pacific 
Areas.) 

(b) The formulas in this subpart are 
used to allocate program loan and 
grant funds to State Offices so that the 
overall mission of the Agency can be 
carried out. Considerations used when 
developing the formulas include ena-
bling legislation, congressional direc-
tion, and administration policies. Allo-
cation formulas ensure that program 
resources are available on an equal 
basis to all eligible individuals and or-
ganizations. 

(c) The actual amounts of funds, as 
computed by the methodology and for-
mulas contained herein, allocated to a 
State for a funding period are distrib-
uted to each State Office by an exhibit 
to this subpart. The exhibit is available 
for review in any FmHA or its suc-
cessor agency under Public Law 103–354 
State Office. The exhibit also contains 
clarifications of allocation policies and 
provides further guidance to the State 
Directors on any suballocation within 
the State. FmHA or its successor agen-
cy under Public Law 103–354 will pub-

lish a Notice of Availability of Rural 
Housing funds in the FEDERAL REG-
ISTER each year. 

[49 FR 3727, Jan. 30, 1984, as amended at 53 
FR 26229, July 12, 1988; 55 FR 29560, July 20, 
1990; 56 FR 66960, Dec. 27, 1991] 

§ 1940.552 Definitions. 
(a) Amount available for allocation. 

Funds appropriated or otherwise made 
availiable to the Agency for use in au-
thorized programs. On occasion, the al-
location of funds to States may not be 
practical for a particular program due 
to funding or administrative con-
straints. In these cases, funds will be 
controlled by the National Office. 

(b) Basic formula criteria, data source 
and weight. Basic formulas are used to 
calculate a basic state factor as a part 
of the methodology for allocating funds 
to the States. The formulas take a 
number of criteria that reflect the 
funding needs for a particular program 
and through a normalization and 
weighting process for each of the cri-
teria calculate the basic State Factor 
(SF). The data sources used for each 
criteria is believed to be the most cur-
rent and reliable information that ade-
quately quantifies the criterion. The 
weight, expressed as a percentage, 
gives a relative value to the impor-
tance of each of the criteria. 

(c) Basic formula allocation. The result 
of multiplying the amount available 
for allocation less the total of any 
amounts held in reserve or distributed 
by base or administrative allocation 
times the basic State factor for each 
State. The basic formula allocation 
(BFA) for an individual State is equal 
to: 

BFA=(Amount available for allocation¥NO 
reserve¥Total base and administrative 
allocations)×SF. 

(d) Transition formula. A formula 
based on a proportional amount of pre-
vious year allocation used to maintain 
program continuity by preventing 
large fluctuations in individual State 
allocations. The transition formula 
limits allocation shifts to any par-
ticular State in the event of changes 
from year to year of the basic formula, 
the basic criteria, or the weights given 
the criteria. The transition formula 
first checks whether the current year’s 

VerDate Aug<31>2005 14:06 Jan 25, 2006 Jkt 208024 PO 00000 Frm 00096 Fmt 8010 Sfmt 8010 Y:\SGML\208024.XXX 208024



87 

RHS, RBS, RUS, FSA, USDA § 1940.552 

basic formula allocation is within the 
transition range (+ or ¥percentage 

points of the proportional amount of 
the previous year’s BFA). 

Transition range = 1.0
Maximum 20%

100

available
for allocation

this year
Amount available

for allocation 
previous year

State previous year BFA± × ×

Amount

If the current year’s State BFA is not 
within this transition range, the State 
formula allocation is changed to the 
amount of the transition range limit 
closest to the BFA amount. After hav-
ing performed this transition adjust-
ment for each State, the sum of the 
funds allocated to all States will differ 
from the amount of funds available for 
BFA. This difference, whether a posi-
tive or negative amount, is distributed 
to all States receiving a formula allo-
cation by multiplying the difference by 
the SF. The end result is the transition 
formula allocation. The transition 
range will not exceed 40% (±20%), but 
when a smaller range is used it will be 
stated in the individual program sec-
tion. 

(e) Base allocation. An amount that 
may be allocated to each State depend-
ent upon the particular program to 
provide the opportunity for funding at 
least one typical loan or grant in each 
FmHA or its successor agency under 
Public Law 103–354 State, District, or 
County Office. The amount of the base 
allocation may be determined by cri-
teria other than that used in the basic 
formula allocation such as agency his-
toric data. 

(f) Administrative allocations. Alloca-
tions made by the Administrator in 
cases where basic formula criteria in-
formation is not available. This form of 
allocation may be used when the Ad-
ministrator determines the program 
objectives cannot be adequately met 
with a formula allocation. 

(g) Reserve. An amount retained 
under the National Office control for 
each loan and grant program to provide 
flexibility in meeting situations of un-
expected or justifiable need occurring 
during the fiscal year. The Adminis-
trator may make distributions from 

this reserve to any State when it deter-
mined necessary to meet a program 
need or agency objective. The Adminis-
trator may retain additional amounts 
to fund authorized demonstration pro-
grams. When such demonstration pro-
grams exist, the information is out-
lined in exhibit A of this subpart 
(available in any FmFA State Office). 

(h) Pooling of funds. A technique used 
to ensure that available funds are used 
in an effective, timely and efficient 
manner. At the time of pooling those 
funds within a State’s allocation for 
the fiscal year or portion of the fiscal 
year, depending on the type of pooling, 
that have not been obligatedf by the 
State are placed in the National Office 
reserve. The Administrator will estab-
lish the pooling dates for each affected 
program. 

(1) Mid-year: This pooling addresses 
the need to partially redistribute funds 
based on use/demand. Mid-year pooling 
occurs near the midpoint of the fiscal 
year. 

(2) Year-end: This pooling is used to 
ensure maximum use of program funds 
on a national basis. Year-end pooling 
usually occurs near the first of August. 

(3) Emergency: The Administrator 
may pool funds at any time that it is 
determined the conditions upon which 
the initial allocation was based have 
changed to such a degree that it is nec-
essary to pool funds in order to effi-
ciently carry out the Agency mission. 

(i) Availability of the allocation. Pro-
gram funds are made available to the 
Agency on a quarterly basis. In the 
high demand programs, it is necessary 
that specific instructions by given to 
the State Offices regarding the amount 
which is available for obligation during 
each quarter. 
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(j) Suballocation by the State Director. 
Dependent upon the individual pro-
gram for which funds are being allo-
cated, the State Director may be di-
rected or given the option of suballo-
cating the State allocation to District 
or County Offices. When suballocating 
the State Director may retain a por-
tion of the funds in a State Office re-
serve to provide flexibility in situa-
tions of unexpected or justified need. 
When performing a suballocation the 
State Director will use the same for-
mula, criteria and weights as used by 
the National Office. 

(k) Other documentation. Additional 
instructions given to field offices re-
garding allocations. 

[49 FR 3727, Jan. 30, 1984, as amended at 53 
FR 26229, July 12, 1988] 

§§ 1940.553–1940.554 [Reserved] 

§ 1940.555 Insured Farm Operating 
loan funds. 

(a) Amount available for allocations. 
See § 1940.552(a) of this subpart. 

(b) Basic formula criteria, data source 
and weight. See § 1940.552(b) of this sub-
part. The criteria, data source and 
weight are: 

(1) A = Farm operators with sales of 
$2,500 to $39,999 and less than 200 days 
work off farm. Source: U.S. Census of 
Agriculture. 15% 

(2) B = Farm operators with sales of 
$40,000 or more and less than 200 days 
work off farm. Source: U.S. Census of 
Agriculture. 35% 

(3) C = Tenant farm operators. 
Source: U.S. Census of Agriculture. 
20% 

(4) D = Three year average net farm 
income. Source: USDA Economic Re-
search Service. 15% This criterion is 
the inverse of the division of the State 
mean net farm income by the National 
mean net farm income. This inverse is 
used because the need for assistance is 
inversely proportional to the level of 
net income. Limits of .5 and 1.5 are 
placed in this result to limit the influ-
ence on the allocation. 

(5) E=Value of farm nonreal estate 
assets. Source: USDA Economic Re-
search Service. 15% 

The basic allocation formula is a two- 
step process. In step one, each criterion 
is converted to that State’s percentage 

of a National total, multiplied by the 
weighting factor and summed to arrive 
at a State Factor: Aa + Bb + Cc + Dd 
+Ee = STATE FACTOR where A, B, C, 
D, and E represent selected Criteria ex-
pressed as a State Percentage of the 
U.S. total and a, b, c, d, and e represent 
the Weight expressed as a percentage, 
given to the selected criterion. The 
weight assigned each criterion is con-
stant for all States. The State Factor 
represents the percentage of the total 
allocation by basic formulas that a 
State is to receive and is the sum of 
the weighted criteria percentage for 
each State. The basic formula alloca-
tion is the final step. 

(c) Basic formula allocation. See 
§ 1940.552(c) of this subpart. 

(d) Transition formula. See § 1940.552(d) 
of this subpart. Not used. 

(e) Base allocation. See § 1940.552(e) of 
this subpart. Jurisdictions receiving 
administrative allocations do not re-
ceive base allocations. 

(f) Administrative allocations. See 
§ 1940.552(f) of this subpart. Jurisdic-
tions participating in the formula allo-
cation process do not receive adminis-
trative allocations. 

(g) Reserve. See § 1940.552(g) of this 
subpart. 

(h) Pooling of funds. See § 1940.552(h) 
of this subpart. 

(i) Availability of the allocation. See 
§ 1940.552(i) of this subpart. 

(j) Subobligation by the State Director. 
See § 1940.552(j) of this subpart. Sub-
allocations by the State Director are 
optional. 

(k) Other documentation. See 
§ 1940.552(k) of this subpart. 

§ 1940.556 Guaranteed Farm Operating 
loan funds. 

(a) Amount available for allocations. 
See § 1940.552(a) of this subpart. 

(b) Basic formula criteria, data source 
and weight. See § 1940.552(b) of this sub-
part. The criteria, data source and 
weight are: 

(1) A = Farm operators with sales of 
$2,500 to $39,999 and less than 200 days 
work off farm. Source: U.S. Census of 
Agriculture. 15% 

(2) B = Farm operators with sales of 
$40,000 or more and less than 200 days 
work off farm. Source: U.S. Census of 
Agriculture. 35% 
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